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INDEPENDENT AUDITORS' REPORT

Wat_ertOWh Township -

Sanitdc c'ounty, Michigan o

' We have audlted the accompanylng flnanCIal statements of the governmental activities, each majcr fund

. and the aggregate remaining fund informiation of Watertown Township as of and for the year ended March

31, 2008, which collectively comprise the Township's basic financial statements as listed in the table of

" contents. Thesa financial statements are the responsibility of Watertown Township’s management. Our
' ,.-‘responsibl]lty Is.to express an cpimon about these financial statéments based on our audit.

. We conducted cur aud[t in accordance with the auditmg standards generally accepted in the United States
‘of America. Those standards require that we plan and perform thie audit to obtain reasonable assurance

. - about whether the. financial statements are free of materiat misstatement. An audit includes examining, on

" atest basis evidence supporting the amounts and disclosures in the financial statements. An: audit also

.includes assessing the accounting principles used and 5|gn|ﬂcant estimates made by management, as well

a8, evaluatmg the overall gsneral-purpose finangial statement presentatlon We be[reve thet our eudlt

prowdes 8 reasonable hasis for our opmlcn

" As deSCnbed in Ncie 1 1he Townshlp has implemented a new fmanc;ai reporting modei as requtred bythe.

provisions 6f GASR Statemant No. 34, Basic Financial Statements—and Management's Discussion and
Ana]ysts—for Stete and Lccal Gevernments as amended and [nterpreted as of March 31, 2008 '

' 'ln GUF. oplnlon the ﬁnancral statsments referred to above present fairly, in all material respecls the |
‘respective financial position of the governmental activities, each major fund, and the aggregale remaining

fund mfcrmation af- Watertown Township as of March 31, 2008; and the result of its. cperatlons for the vear

then ‘ended | ln ccnformlty with acccunting principles generaily accepted in the Umted States of Amerlca

The management's dlscusslcn and analyms and budgetary gomparison tnformation on pages | 1hrcugh v
“arid pages 19 and 20, are not a raquired part of the basic financial statements but are supplémentary
 Iformation requlred by accounting principles generally accepted in the United States of Amevica. We have -
~ applied certain limited pracedures, which consisted principally of inquiries of management regardmg the -
' methads of measurement and preseniation of the supplemantary [nfcrmatlcn However we- d[d nct audit
.the lnformaticn and express no opinion on . S : |

Our audlt was ccnducted for the purpose of forming oplnlens on the fmanc[al statements 1hat collectlvely |

- .comprise Watertown Township's basic financial statements. " The additional mformaticn oh pages 21
. through 24 is'presented for purposes of additional ahalysis and is not a required. part of the basis financial
. staternents. This additional-information has been subjected to the auditing procedures applied in the audit
- of the basic financlal statements and, in our opinion, are fairly stated in alt matenai respects in relatmn to’

the basm f[nanclal staiements taken asa whole.

W(A&Mﬁhm be,.

| " ANDERSON, TUCKEY, BERNHARDT & DORAN, P.C.
, jCEF&T!FIED PUBLIC ACCOUNTANTS



WATERTOWN TOWNSHIP
MANAGEMENT’S DISCUSSION AND ANALYSIS
MARCH 31, 2008

As management of Watertown Township, we offer readers ol Watertown Township’s financial
statements this narrative overview and analysis of the financial activities of the Township for the
fiscal year ended March 31, 2008,

This reporting model was adopted by the Governmental Accounting Standards Board (GASB) in
their Statement No. 34 Basic Financial Statements — and Management Discussion and Analysis
(MD&A) — for State and T.ocal Governments issued in June of 2000. Certain comparative
informalion between the current year and the prior year is required to be presented in the MD&A.
IHowever, because this is the first year ol implementing the new reporting model, certain necessary
comparative information of the previous year was not prepared. This information will be provided in
subsequent years,

Financial Highlights

> The assets of the Township’s governmental activities exceeded its liabilitics at the close of
the most recent fiscal year by $623,389 (net agsets). Of this amount, $616,389 (unrestricted
net asscls) may be used to meet the government’s ongoing obligations to citizens and
creditors.

» The governmental activities total net assets increased by approximately $30,053,

> The asscts of the T'ownship’s business-type activities exceeded its liabilities at the close of
the most recent liscal year by $62,013 (net assets).

Using This Annual Report

This annual report consists of a series of [inancial statements. The statcment of net assets and
the statement of activitics provide information about the activities of the Township as a whole
and present a longer-term view of the Township’s finances. This longer-term view uses the
accrual basis of accounting so that it can measure the cost of providing services during the
current year, and whether the taxpayers have funded the full cost of providing government
services.

The fund financial statements present a short-term view; they tell us how the taxpayers’
resources were spent during the year, as well as how much is available for future spending. Fund
financial statcments also report the Township’s operations in more detail than the government-
wide financial statements by providing information about the Township’s most significant funds.

The Township as a Whole

The following table shows, in a condensed format, the net assets as of March 31, 2008:



WATERTOWN TOWNSHIP
MANAGEMENT’S DISCUSSION AND ANALYSIS

MARCH 31, 2008
Watertown Township's Net Assets
Governmental Business-Type
Activities Activities Total
Current and other assets $ 516,389 5 38,721 $ 658110
Capital assets 7,000 22,292 29,292
Total assets $ _ . 623,389 $ 62,013 $ 685402
Current liabilities - - -
Met assets:
Invested in capital assets $ 7,000 $ 22,292 § 29,292
Unrestricted 516,389 38,721 656,110
Total net assets $ 823,389 $ 62,013 $ 685402

The Township’s combined net assets increased by $92,066 from the prior year.

Unrestricted net assets — the part of net assets that can be used to finance day-to-day operations ended
the fiscal ycar with a balance of $616,389 in the governmental activities,

i -



WATERTOWN TOWNSHIP
MANAGEMENT’S DISCUSSION AND ANALYSIS
MARCH 31, 2008

The following table shows the changes in net assets for the year ended March 31, 2008:

Watertown Township's Changes in Net Assseis

Governmenial Business-Type
Activities Activities Total
Revenhues:

Program revenues:
Charges for services $ 9,000 $ 41,471 $ 50471

General revenues.
Property Taxes 129,919 129,919
State scurces 98,177 88,177
[hvestment earnings 30,314 1,351 - 31,665
Miscellaneaus 49,023 48023
Net Transfers {58,246) 58,246 -
Total revenues 258,187 101,088 359,255

Expenses:

General government 70,138 70,138
Public works 157,746 38,065 186,801
Depreciation . 250 . 250
Total expenses 228,124 39,0565 267,189
Increase in net assets 30,083 62,013 92 066
Net assets, beginning of year 503,336 - 503,336
Net assets, end of year 5 623,389 5 62,013 $ 685402

Business-Type Activities

The Township®s business-type activities consist of the Sewer Fund. The Township provides
sewage disposal o residents within the Township,

The Sewer Fund had a net income of $62,013, Cash flow for the Scwer Fund incrcased by

$52,533. During the year ended March 31, 2008, the Township began b1111ng its residents for use
of the sewer system.

- jii -



WATERTOWN TOWNSHIP
MANAGEMENT’S DISCUSSION AND ANALYSIS
MARCH 31, 2008

Governmental Funds

The focus of the Township’s gevernmental funds is 1o provide information on near-term inllows,
outflows, and balances of spendable resources. Such information is useful in assessing the
Township’s financing requirements. Tn particular, unreserved fund balance may serve as a useful
measure of a government’s net resources available for spending at the end of the fiscal year.

The generat fund is the chief operating fund of the Township. At the end of the current fiscal year,
unreserved and undesignated fund balance of the general fund was $616,389, The fund balance of
the Township’s general fund increased by $58,739 during the current fiscal year,

General Fund Budgetary Highlights

‘I'he final amended budget was not changed from the original budget during the year ended March 31,
2008,

Capital Assets

‘I'he Township’s investment in capital assets for its governmental and business type activities as of
March 31, 2008 amounts (o $29,292 (nct of accumulated depreciation). ‘This investment in capital
assets includes land, buildings, office equipment and {urniture, and sewer meters,

Major capital asset events during the current fiscal year included the following:

Wafeitown Township's Capital Assets
{net of depreciation)

Govemmental Business-Type
Activities Activities Tatal
Land 3 1,000 $ 1,000
Buildings & Improvements 6,000 6,000
Furniture & Equipment - -
Sewer Equipment 3 22,292 22,292
$ 7,000 $ 22,282 $ 29,292

Additional information on the Township’s capital assets can be found in Note 4 on pages 16 and 17
of this repott.

- 1Y -



WATERTOWN TOWNSHIP
MANAGEMENT’S DISCUSSION AND ANALYSIS
MARCH 31, 2008

Eccenomic Factors and Next Year’s Budgets and Rates

Watertown Township’s goal is to continually look for the most efficient and effective methods to
maintain and enhance the services that are provided to the public.

Request for Information

This financial report is designed to provide a general overview of the Township’s finances for all
those with an interest in the government’s finances. Questions concerning any of the information
provided in this tepott or tequest for additional financial information should be addresscd to the
Township Treasurer’s Ollice.



Basic Financial Statements



WATERTOWN TOWNSHIP

Statement of Net Assets
March 31, 2008

ABSETS

CURRENT ASSETS
Cash in bank
Accounts receivable
Internal balances
Prepaid expense
TOTAL CURRENT ASSETS

CAPITAL ASSETS
Land
Capital assets, net of accumulated depraciation
TCTAL CAPITAL ASSETS

TOTAL ASSETS

LIABILITIES AND NET ASSETS
LIARILITIES
Due to other Governmental Units
TOTAL LIABILITIES

NET ASSETS
Invested in capital assets
Unrestricted

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

The accompanying notes are an integral part of the financial siaterments.

Governmental Business-Type
Activities Activities Total

$ 453,966 $ 52,533 $ 506,499
5,336 5,336
182,431 (18,148) 134,283
9,092 9,992
616,380 39,721 656,110
1,000 1,000
6,000 22,292 28,292
7,000 22,292 29,202
g 623,389 $ 62,013 $ 685,402
$ 7,000 $ 22,292 $ 29,292
616,389 30,721 656,110
623,389 62,013 685,402
L3 823,389 $ 62,013 3 885,402
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WATERTOWN TOWNSHIP
Balance Sheset
Governmental Funds
March 31, 2008

SEWER TOTAL
GENERAL ASSESSMENT GOVERNMENTAL
FUND FUND FUNDS
ASSETS
Cash in bank $ 453,066 $ . $ 453,066
Due from other funds 152,431 152,431
Prepaid expenses 9,882 9,992
TOTAL ASSETS $ 616,385 $ - 5 676,389
LIABILITIES AND FUND EQUITY
Liabilities:

Due to other Governmenial Units -
TOTAL LIABILITIES - - -
FUND EQUITY:

Fund Balance - undesignated $ 440,283 440,283

Fund Balance - designated 176,106 & - 176,108
TOTAL FUND BALANCE 616,389 - 616,389
TOTAL LIABILITIES & FUND EQUITY % 616,389 3 - $ 616,389
Total Fund Balances - Governmental Funds $ 616,380
Amounts reported for governmental activities in the
statement of net assets are different because:

Capital assets used in governmental activities are not

financial resources and are not reported in the funds

The cost of the capital assets is; 13,000
Accumulated depreciation is: {6,000)
Net Assets of Governmental Activities $ 623,389

The accompanying notes are an Intagral part of the financial staternents,



WATERTOWN TOWNSHIP
Statement of Revenues, Expenditures
and Changes in Fund Balance - Governmental Funds
For the Year Ended March 31, 2008

SEWER TOTAI.
GENERAL ASSESSMENT GOVERNMENTAL
FUND FUND FUNDS
REVENUE:

Taxes $129,919 5 129,918

Interest income 29,671 643 30,314

State revenue sharing 95,216 95,216

State revenue sharing - Metro act 2,961 2,961

Other revenue 25,008 33,015 58,023
TOTAL REVENUE 282,775 33,658 316,433
EXPENDITURES:

Legislative 10,245 10,245

Executive 4,483 4,483

Clerk 10,888 10,688

Board of Review 744 744

Assessor 10,467 10,467

Treasurer 13,5849 13,588

Elections 1,454 1,454

Township hall & grounds 10,437 10,437

Planning & Zoning 8,031 8,031

Fublic works 153,888 3,848 157,746
TOTAL EXPENDITURES 224,036 3,848 227,884
EXCESS (DEFICIENCY) OF REVENUE

OVER EXPENDITURES 58,739 29,810 88,549
OTHER FINANCING SOURCES (USES):

Qperating transfer aut (58,246) (58,246)
TOTAL OTHER FINANCING SOURCES (USES) - (B68,246) {58,246)
EXCESS (DEFICIENCY) OF REVENUE AND OTHER

SOURCES OVER EXPENDITURES AND OTHER USES 58,739 {28,436} 30,303
FUND BALANCE - BEGINNING OF YEAR 557,650 28,436 586,086
FUND BALANCE - END OF YEAR $616,389 - $ $16,389

The accompanying notes are an integral part of the financial statements,



WATERTOWN TOWNSHIP
Reconciliation of the Statement of Revenues,
Expenditures, and Changes in Fund Balances of Governmental Funds
to the Statement of Activities
Year Ended March 31, 2008

Amounts reporied for governmental activities in the statement of activities are different
because:

Net change in fund balances - total governmental funds $30,303

Governmental funds report capital outlay as expenditures in the statement of activities.

These costs are allocated over their estimated useful lives as depraciation:
Depreciation expense {260}
Capital outlay

Change in net assets of governmental activities $30,053

The accompanying notes are an integral part of the financlal statements.



WATERTOWN TOWNSHIP
Statement of Net Assets
Proprietary Fund
March 31, 2008

ASSETS

Current Assets:

Cash on hand & In bank

Account receivabla
Total current assets

Capital Assets:
Fixed assets
Less accumulated depreciation
Total capital assets (net of accumulated depreciation)

TOTAL ASBETS

LIABILITIES AND NET ASSETS

LIABILITIES
Due to other funds
TOTAL LIABILITIES

NET ASSETS

Invested in capital assets, net of debt
Unrestricted

TOTAL NET ASSETS

TOTAL LIABILITIES & NET ASSETS

The ascompanying noles are an integral part of the financial statements.

SEWAGE

DISPOSAL

$ 52,533
5,336

57,869

24,099
1,807

22,292

$ 80,161

$ 18,148

18,148

22,292

39,721
62,013

$§ 80,161



WATERTOWN TOWNSHIP
Statement of Revenues, Expenses
and Changes in Net Assets-Proprietary Funds
For the Year Ended March 31, 2008

REVENUE:

Sewer system sales

Miscellaneous
TOTAL OPERATING REVENUE
EXPENDITURES:

Contracted services

Utilities

Repairs and maintenance

Depreciation

Miscellaneous
TOTAL CPERATING EXPENES
OPERATING INCOME (1.OSS8)
NON-QOPERATING REVENUE (EXPENSES)

Interest earnad

Transfer fram other funds
TOTAL NON-OPERATING REVENUES (EXPENSES)
INCOME (LOSS) BEFORE CONTRIBUTIONS
CONTRIBUTED CAPITAL
CHANGE IN NET ASSETS
NET ASSETS - BEGINNING OF YEAR

NET ASSETS - END OF YEAR

The accampanyling noles are an intagral part of the financial statemants.

SEWAGE

DISPOSAL

$ 41471

41,471

18,677
608
481

1,807

17,482

39,055

2,416

1,351

58,246

59,587

62,013

62,013

$ 62,013



WATERTOWN TOWNSHIP
Statement of Cash Flows

Proprietary Fund

For the Year Ended March 31, 2008

CASH FLOWS FROM OPERATING ACTIVITIES
Net income {loss)

ADJUSTMENT TCQ RECONCILE NET INCOME TO

CASH PROVIDED BY OPERATING ACTIVITIES:
Depreciation and Amaortization

CHANGE IN CURRENT ASSETS AND LIABILITIES:
{Increase) decrease in accounts receivable
Increase {decrease} in due to other funds

NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:
Capital expenditures
Disposal of equipment

NET CASH PROVIDED {USED) BY INVESTING ACTIVITIES

NET INCREASE [N CASH & CASH EQUIVALENTS
CASH & CASH EQUIVALAENTS - BEGINNING OF YEAR

CASH & CASH EQUIVALENTS - END OF YEAR

The accompanying notes are an integral part of the financial staletments.

SEWAGE

DISPOSAL

$ 62,013

1,807

(5,336)

18,148

76,632

(24,099)

(24,099)

52,533

$ 52,533



WATERTOWN TOWNSHIP
Fiduciary Fund
Statement of Fiduciary Assets and Liabilities
March 31, 2008

CURRENT TAX
COLLECTION FUND
ASSETS
Cash on hand & in bank 8 125,196
Taxes Receivable 106,299
TOTAL ASSETS $ 231,495
LIABILITIES
LIABILITIES
Due To Other Units $ 97,212
Due To Other Funds 134,283
TOTAL LIABILITIES $ 231,495

Tha accompanying notes are an integral part of the financial statements.



WATERTOWN TOWNSHIP, SANILAC COUNTY
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

DESCRIPTION OF TOWNSHIP OPERATIONS AND FUND TYPES:

The Watertown Township covers an area of approximately 35 square miles within Sanilac County. The Township operates
under an elected Board of Trustees (6 members} and provides services to many residents in many areas including,
administration of justice, community enrichment and development and human services.

The financial statements of the Watertown Township have been prepared in conformity with U.S. generally accepted
accounting principles (GAAP) as applied to government units. The U.S. Governmental Accounting Standards Board (GASB}) is
the accepted standard-setting body for establishing governmental accounting and financial reporting principles. The more
significant of the government's accounting policies are described bslow,

ADOPTION OF NEW ACCOUNTING STANDARDS:

During the fiscal period 2008, the Township adopted GASB Statement No. 34, Basic Financial Statements — and Management's
Discussion and Analysis — for State and Local Governments, issued June 1999; GASB Statement 37, Basic Financial
Statements and Management’s Discussion and Analysis for Sate and Local Governments Omnibus, and amendment to GASB
No. 21 and No. 34, issued June 2001, and in GASB Statement No. 38, Certfain Financial Statement Nofe Disclosures, issued in
2001. Thesae statements require the Township o prepare a Management's Discussion and Analysls, government-wide financial
statements on an accrual basis, and make some changss to the footnotes.

The table shows beginning net assets restated for the effects of implementation of GASB Statement No. 34:

Fund Balance at March 31, 2007 — governmental funds $586,088
Net capital assets {restated) 7.250
Restated net assets — April 1, 2007 $593,336

=

REPORTING ENTITY:

In evaluating how to define the government, for financial reporting purposss, management has considered all
potential component units. The decision whether to include a potential compenent unit in the reporting entity was
made by applying the criteria set forth in GAAP. The basic — but not the only — criterion for including a poteatial
component unit within the reporting entity is the governing body’s abllity to exercise oversight responsibility, The
most significant manifestation of this ability is financial interdependency. Other manifestations of the ability to
axsrcise oversight responsibility include, but are not limited to, the selection of governing authority, the designation
of management, the ability to significantly influence operations, and accountablllty for fiscal matters. A second
criterion used in evaluating potential component units is the scope of public service. Application of this criterion
involves considering whether the activity benefits the government and/or its citizens, or whether the activity is
conducted within the geographic boundaries of the government and is generally available to its citizens. A third
criterion used io evaluate potential component units for inclusion or exclusion from the reporting entity is the
existence of special financing relationships, regardless of whether the government is able to exercise oversight

responsibilities.

Based upon the application of these ctiteria, the financial statements of Watertown Township include the accounts of
all Township operations. The Township’s major operations include fire protection, road maintenance, and general
administrative services. The Township has no oversight responsibility for any other governmaental entity since no
other entities are considered to be controlied by or dependent on the Township.

10



WATERTOWN TOWNSHIP, SANILAC COUNTY
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

A,

i

REFPORTING ENTITY {Continued):

SANDUSKY COMMUNITY FIRE DEPARTMENT ASSOCIATION:

The Sandusky Cammunity Fire Department Association was created on March 1, 2001, by the City of Sandusky and
the Townships of Custer, Eimer and Watertown, Al of the governmental entities are located in Sanilac County,
Michigan. The association operates under a Joint nine {9) member beard consisting of two (2) representatives from
each of the entities and one (1) member elected at large by the board, for the purpose of providing total fire
protection fo the City of Sandusky, afl of Watertown Township, twenty-four (24) square miles of Custer Township,
and sixteen (168} square miles of EImer Township. The Association was established under Public Act 22, commeonly
known as the Fire Protection Act, which provides that adjoining cities with a population of not more than 15,000 and
townships acting jointly may establish, fund, maintain and regulate a fire department for the benefit of the residents
thereof.

In accordance with the provisions of the Governmental Accounting Standards Board {GASB) in it Statement No, 14,
the Bandusky Community Fire Department Association Is not considered to be part of any other governmental entity
for financial reporting purposes. The criteria established by GASB for determining the various governmental
organizations to be included in the reporting entity's financial statements include oversight responsibility, scope of
public services, fiscal independence, financial accountability, imposition of will and financial benefit or burden. On
this hasis, the financial statements of other governmental organizations are not included In the financial statements
of the Sandusky Community Fire Department Association. The Association is audited independently and a separate
financial report is issued.

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS:

The government-wide financial statements (i.e., the statement of net assets and the statement of activities) report
information on all of the non-fiduciary activities of the primary government. For the most part, the effect of interfund
activity has been removed from these statements. Governmental activities are supported by taxes, special
assessments and intergovernmental revenuas.

The statemant of activities demonsirates the degree to which the direct expenses of a given functlon or segment is
offset by program revenues. Direct expenses are those that are clearly identifiable with a specific function or
segment. Program revenues include 1) charges to customers or applicants who purchase, use, or directly benefit
from goods, services or privileges provided by a given function or segment and 2} grants and contriputions that are
restricted to meeting the operational or capital requirements of a particular function or segment. Taxes and other
items not properly included among program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds and fiduciary funds, even though the iatter are
exciuded from the government-wide financial staterents. Major Individual governmental funds are reporied as
separate columns in the fund financial statements.
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WATERTOWN TOWNSHIP, SANILAC COUNTY
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (Continued):

GC. MEASUREMENT FOCUS, BASIS OF ACCOUNTING,; AND BASIS OF PRESENTATION:

The government-wide financial statements are reported using the economic resources measurement focus and the
accrual basis of accounting, as are the fiduciary fund financial statements. Revenues are recorded when earned
and expenses are recorded when a liability is incurrent, regardless of the timing of related cash flows. Property
{axes are recognized as revenues in the year for which they are levied. Grants are similar items are recognized as
revenue as soch as all eligibility requirements Imposed by the provider have heen met.

Governmental fund financial statements are reported using the current financial resources measurement focus and
the modified accrual basis of accounting. Revenues are recognized as soon as they are both measurabie and
available. Revenues are considered to be avallable when they are collectible within the current period or soon
enough thereafter to pay liabilities of the current period. For this purpose, the government congiders revenues to be
available if they are collected within G0 days of the end of the current fiscal period. Expenditures generally are
racorded when a liability is incurred, as under accrual accounting. However, debt service expenditures, are recorded
anly when payment is due,

Franchisa fees, licenses, and interest associated with the current fiscat period are all considered to be susceptible to
accrual and so have been recognized as revenues of the current fiscal year. Only the portion of special
assessments receivable due within the current fiscal pericd is cansiderad to be susceptible to accruai as revenue of
the current perfods. All other revenue items are considered to be measurable and available only when cash is
received by the government.

The government reports the following major governmental funds:

The General Fund is the government’s primary operating fund. It accounts for all the financial
resources of the general government, except those required to be accountsd for in another fund.

The Sewer Assessment Fund is used to account for the sewer activity under the Authority.
Also, the government reports the following proprietary fund:

The Sewer Fund is used to collect sewer system billings as well as maintain and operate the
Township's sewer system.

Also, the government reports as fiduciary funds, the Tax Collection Fund {agency fund).

The Agency Fund is utilized ta account for the Township’s collections of taxes for other governmental units.
Private-sector standards of accounting and financial reporting issued prior to December 1, 1989, generally are
followed in the government-wide financial statements {o the extent that those standards do not conflict with or
contradict guidance of the Governmental Accounting Standards Board, The government has elacted not to follow
subsaquent private-sector guidance,

As a general rule the effect of interfund activity has been eliminated from the government-wide financial statements.
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WATERTOWN TOWNSHIP, SANILAC COUNTY
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, {Continued):

C.

[

MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND BASIS OF PRESENTATION {Continued):
Amounts reported as program revenues include 1) charges to customers or applicants for goods, services, or
privileges provided, 2) operating grants and contributions and 3) capital grants and contributions, including special
assessments and the public safely millage. Internally dedicated resources are reported as general revenues rather
than as program revenues. Likewise, general revenues include all taxes.

When both restricted and unrestricted resources are available for use, it is the government's policy fo use restricted
resources first, the unrestricted resources, as they are needed.

ASSETS, LlABILITIES, AND NET ASSETS:
1. Cash and Investments

Gash includes amounts in petty cash and demand deposits. Investments included instruments allowed by state
statute subsequently described. Investments are carried at amottized cost or fair value. The Township's deposits
and investments are in accordance with statutory authority.

State statutes authorize the Township to invest in bonds, securities, and other direct and certain indirect
obligations of the U.8. Treasury, which include securities issued or guaranteed by the Government National
Mortgage Association; certificates of deposit, savings accounts, deposit accounts, or depository receipts of a bank,
savings and loan association, or credit union, which is a member of the Federal Deposit Insurance Corporation,
Federal Savings and Loan Insurance Corporation, or National Credit Union Administration, respectively; and in
commercial paper rated at the time of purchase within the three highest classifications established by not less than
two standard rating services and which matures not more than 270 days after the date of purchase and not totaling
more thanh 40% of any fund at any time. The Townshig is also authorized to investin U.S. Sovernment or federal
agency obligation repurchase agreements, bankers' acceptances of U.S. banks, and mutual funds composed of
investments as outlined above.

2. Short-Term Interfund Receivables/Payables

During the course of opsrations, numerous transactions oceur between individual funds for goods provided or
services rendered. These receivables and payables are classified as "due from other funds” or "due to other
funds" on the balance shest,

3. Receivables

Receivables cansist primarily of amounts for taxes and customers charges. No aliowance for doubtful accounts is

considered necessary and credit risk is minimal because of the large number of customers and the authority of the
Township to add recelvables to the tax rolls, which are secured by the underlying property.
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WATERTOWN TOWNSHIP, SANILAC COUNTY
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (Continued):

D.

ASSETS, LIABILITIES, AND NET ASSETS {Continued):

4. Capital Assets

Capital assets, which include property, plant, and equipment, infrastructure assets (e.g., roads, bridges, sidewalks,
and similar items), are reported in the applicabie governmental or business-type activities column in the
government-wide financial statements. Capital assets are defined by the government as assets with an initial
individual cost of more than $5,000 and an estimated life in excess of two years. Such assets are racorded at
historical cast or estimated historical cost if purchased or constructed. Donated capital assets are recorded at
estimated fair market value at the date of donation.

Froperty, plant, and equipment is depreciated using the straight-line method over the following useful
lives:

Buildings 40-60 years
Office Equipment 5-7 years

5. Long-Term Obligations

Long-term debt is recognized as a liability of a governmental fund when due. For other long-term obligations, only
that portion expected to be financed from expendable available financial resources is reported as a fund liability of
a governmental fund. The remaining portion of such obligations is reported in the general long-term debt account
group. Long-term liabifities expected o be financed from proprietary fund operations are accounted for in those
funds.

Contributed capital is recorded in proprietary funds that have received capital grants or contributions from
developers, customers or other funds. Reserves represent those portions of fund equity not appropriable for
expenditure or legally segregated for a specific future use. Designated fund balances represent tentative plans for
future use of financial resources.

Contributed capital currently exists only In the enterprise funds. This capital has been used along with other
township resources to purchase or consiruct the water and sewer systems currently in use within the Township. In
arder to more accurately reflact the equity remaining in these contributions, the contributions are being amortized
over the useful life of the assets they aided in constructing or purchasing.

6. Interfund Transactions

Quasi-external transactions are accounted for as revenues, expenditures or expenses. Transactions that
constitute reimbursements 1o a fund for expenditures/expenses initially mads from it that are properily applicable o
another fund, are recorded as expenditures/expenses in the reimbursing fund and as reductions of
expenditures/expenseas in the fund that is reimbursed.

All other interfund transactions, except quasi-external ransactions and relmbursements, are reported as transfers,

Non-reoceurring or nen-routine permanent {ransters of equity are reported as residual equity transfers. All other
interfund transfers are reported as operating transfers.
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WATERTOWN TOWNSHIP, SANILAC COUNTY
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, {(Continued):

D. ASSETS, LIABILITIES, AND NET ASSETS {Continuad):

Estimates

The preparation of financial statements in conformity with the U.S. generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenuas and expenses during the reporting period. Actual results could differ from those estimates.

NOTE 2 — LEGAL COMPLIANCE —~ BUDGETS:

Budgets are adopted on a basis consistent with accounting principles generally accepted in the United States of America.
Annual appropriated budgets are adopted for the gensral and special revenue funds. Encumbrance accounting is employed in
governmental funds. Significant encumbrances outstanding at year end, if any, are reported as reservations of fund balances
because they wlll be re-appropriated in the subsequent fiscal year.

The Township follows these procedures in establishing the budgetary data reflacted in the financial statements.

1.

On or prior to April 1 of each year, a proposed budgst is submitted to the Board of Trustees for the fiscal year
commencing the following Agpril 1. The operating budgst includss proposed expenditures and the means of
financing them.

A public hearing is conducted to obtain taxpayers comments,
Prior to Agril 1, the budget is legally enacted through passage of & resolution,
Any revisions of the budget must be approved by the Board of Trustees.

Formai budgetary integration is employed as a management control device during the year for the general fund
and special revenue funds.

Budgets for general and special revenue funds are adopted on a basis consistent with generally accepted
accounting principles. Budgeted amounts are as otiginally adopted, or as amended by the Board of Trustees
during the fiscal year. [ndividual amendments were not material in relation to the original appropriations which
were amended.

The budget is prepared by fund and function and includes information on the past year, current year estimates
and requested appropriations for the next fiscal year. Expendifures may not exceed budget at the function level.
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WATERTOWN TOWNSHIP, SANILAC COUNTY
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2008

NOTE 3 - CASH AND EQUIVALENTS:

Cash and investments are held separately by each of the Township's funds.

DEPOSITS:
At vear-end, the carrying amount of the Township's deposits was $631,695 and the bhank balance was $639,070, $100,000 of
which was covered by federal depository insurance.

INVESTMENTS:

The Township's investments are categorized to give an indication of the level of risk assumed by the Township at year-end.
Category 1 includes investments that are insured or registered, or securities held by the Township's or the Township's agent in
the Township's name. Category 2 includes investments that are uninsured and unregistered, with securities held by the
counter-part's trust department ar its agent in the Township's name. Category 3 includes investments that are uninsured and
unregistered, with the securities held by the counterparty, or by its trust depariment or its agent but not in the Township's name.
At March 31, 2008, the Township had no investments.

The Township's cash, cash equivalents, Investments and designated assets at March 31, 2008 are composed of the following:

CASH
AND GASH DESIGNATED
EQUIVALENTS INVESTMENTS ASSETS
General Fund:
Daposits $ 453,066
Proprietary Fund:
Deposits 52,533
Agency Fund:
Deposits 125,196
TOTAL $631.695 NONE NONE
Additional disclosures required by GASB 40 are not included in the accompanying financial statements.
NOTE 4 - CHANGES IN CAPITAL ASSETS:
A summary of changes in capifal assets follows:
BALANCE BALANCE
MARCH 31, MARCH 31,
2007 ADDITIONS REDUCTIONS 2008
GOVERNMEMTAL ACTIVITIES:
Non-Depreciable Assets
Land $ 1,000 $1,000
Depreciable Assets
Buildings & Improvements 10,000 10,000
Furniture & Equipment 2,000 2,000
Less: Accumulated Depreciation { 5750} 250 - {6.000)
NET CARRYING VALUE $ 7,250 ($ 250) NOME 7.000
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WATERTOWN TOWNSHIP, SANILAC COUNTY
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2008

NOTE 4 - CHANGES IN CAPITAL ASSETS (Contlnhued):

BALANCE BALANCE
MARCH 31, MARCH 31,
2007 ADDITIONS REDUCTIONS 2008
BUSINESS-TYPE ACTIVITIES:
Sewer Meters $ - $24,099 $ - $24,099
Less: Accumulated Depreciation { | {.1.807) ( -} (1,807}
NET CARRYING VALUE 3 - $22,202 $§ - 222

NOTE 5 - DUE TO AND FROM OTHER FUNDS:

Due to and from other funds balances at March 31, 2008 are as follows:

DUE FROM DUE TO
EUND OTHER FUNDS OTHER FUNDS

General Fund $152,431
Proprietary Fund;:

Sewer Fund $ 18,148
Trust and Agengcy:

Current Tax Collection Fund 134,283
TOTAL $152 431 $152,431

NOTE 6 - PROPERTY TAX REVENUE:

Property taxes become an snforceable lien on the property as of December 1. Taxes are lavied on December 1 and are dug in
February of the following year. The Township hills and collects its own property taxes and also taxes for the county,
intermediate school district, state education fund and school districts. All tax collections are accounted for in the tax collection
fund, an agency fund. Township tax revenuss are recognized in the fiscal year that includes the December 1 levy date. In
addition, the Tewnship collected the State Education Tax and the county tax that was levied July 1 and due September 15,

NOTE 7 - RISK MANAGEMENT: |
The Township is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets; errors and
omissions; injuries to employees and natural disasters. The Township carries commercial insurance to cover any losses that
may result from the above-described activities. The Township did not have any lasses in the three prior fiscal years.

NOTE 8 — SEWAGE DISPOSAL SYSTEM AGREEMENTS:

On Aprll 5, 2007 the Sandusky/Watertown Wastewater Treatment Agreement was signed. The agreement was made
retroactive to March 1, 2007. This new agresement is in effect until December 31, 2028. The City of Sandusky is the owner and
operator of the wastewater treatment plant. Watertown Township residents are allotted 96,000 gallons per day of wastewater.
If the township uses more, there is a $0.50 per gallon capital surcharge. In April 2007, Watertown Township received $33,014
from the City of Sandusky for sewer assessments that were held in escrow while the litigation over the Sandusky-Watertown
Sewer Authority was on going. During the fiscal year 2008, the Township installed meters on their customers and bagan billing
residents for their usage. The Township is also responsible for collections on their residents.
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WATERTOWN TOWNSHIP, SANILAC COUNTY
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2008

NOTE 9 —- TRANSFERS:

The sewer assessment fund fransferred $58,246 to the sewer fund during the year for the purpose of starting the sewer fund.
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WATERTOWN TOWNSHIP
Required Supplementary Informaticn
Budgetary Comparison Schedule
General Fund
For the Year Ended March 31, 2008

VARIANCE-
BUDGET FAVORABLE
ORIGINAL FINAL ACTUAL {(UNFAVORABLE)
REVENUE:
Taxes $ 125,338 $ 126,338 $ 129,919 $ 3,581
interest income 14,000 14,000 29,671 15,671
State revenue sharing 85,000 85,000 95,218 216
State revenue sharing - Metro act - - 2,861 2,861
Other revenue 11,420 11,420 25,008 13,588
TOTAL REVENUE 246,758 246,758 282,775 36,017
EXPENDITURES:
Legislative 20,960 20,980 10,245 10,715
Executive 4,494 4,484 4,483 11
Clerk 10,280 10,290 10,688 (398)
Board of Review 1,000 1,000 744 256
Assessor 10,210 10,210 10,467 (257)
Treasurer 13,754 13,754 13,589 165
Elections 4,000 4,000 1,454 2,548
Township hall & grounds 16,900 16,900 10,437 6,463
Flanning & Zoning 7,833 7,833 8,031 {168)
Public works 232,008 232,008 153,888 78,110
TOTAL EXPENDITURES 321,449 321,449 224 036 97 413
EXCESS (DEFICIENCY) OF REVENUE
OVER EXPENDITURES {74,651) (74,681) 58,730 133,430
FUND BALANCE - BEGINNING OF YEAR 557,650 557,850 557,650 -
FUND BALANCE - END OF YEAR $ 482,959 $482,959 $816,389 $ 133,430

The accompanying notas are an Integral part of the financlal statements.
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WATERTOWN TOWNSHIP
Required Supplementary Information
Budgetary Comparison Schedule

Sewer Assessment Fund

For the Year Ended March 31, 2008

REVENUE:
Interest income
Other revenue

TOTAL REVENUE

EXPENDITURES:
Legislative
Executive
Clark
Board of Review
Assessor
Treasurer
Elections
Township halt & grounds
Planning & Zoning
Public works

TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF REVENUE
OVER EXPENDITURES

OTHER FINANCING SOURCES (USES}):
Operating transfer out

TOTAL OTHER FINANCING SOURCES (USES)

EXCESS (DEFICIENCY) OF REVENUE AND OTHER
SOURCES OVER EXPENDITURES AND OTHER USES

FUND BALANCE - BEGINNING OF YEAR

FUND BALAMCE - END OF YEAR

The sccompeanying notes are an [ntegral part of thea financlal stateranis,

VARIANCE-
BUDGET FAVORABLE
ORIGINAL __FINAL _ ACTUAL  (UNFAVORABLE)
$ - % - % 643 % 643
- - 33,015 33,015
- - 33,658 33,658
- - 3,848 (3,848)
] . 3,848 (3,848)
- - 29,810 (28,810)
(58,246) (58,246)
- - (58,246) (58,246)
- - (28,436) {28,436)
28,436 28,436 28,436 -
$ 28436  $28438 § - % {28,436)
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WATERTOWN TOWNSHIP

General Fund

Schedule of Revenue, Expenditures and Changes in

Fund Balance - Budget and Actual

Year Ended March 31, 2008

REVENUE
Current praperty taxes

Property Tax Collection Fes
Interest Earnings
State revenue sharing
State revenue sharing - Metro act
Other Revanue,
Planning commission/Board of Appeals
Cemetery
Taxes in lieu of annexed area
Miscellaneous
Total Other Revenue
TOTAL REVENUE
EXPENDITURES
Legislative:
Salaries & wages - township board
Auditing & legal fees
Dues
Supplies

Total Legisiative

Executive:
Salaries and wages

Total Executive

VARIANCE-
FAVORABLE
BUDGET ACTUAL  (UNFAVORABLE)
$114,338  $117,933 $ 3,595
12,000 11,986 (14)
14,000 29,671 15,6711
95,000 95,216 216
2,081 2,961
1,059
9,000
14,949
11,420 25,008 13,588
245,758 282,775 36,017
4,180
3,014
783
2,268
20,960 10,245 10,715
4,483
4,494 4,483 11
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WATERTOWN TOWNSHIP
General Fund
Schedule of Revenue, Expenditures and Changes in
Fund Balance - Budget and Actual
Year Ended March 31, 2008

VARIANCE-
FAVORABLE
BUDGET ACTUAL  (UNFAVORABLE)

EXPENDITURES: (Continued)

Clerk:

Salaries & wages $ g,952

Office supplies & expenses 738
Total Clerk $ 10,200 10,688 $ (368)
Board of Review:

Salaries & wages 744
Total Board of Review 1,000 744 256
Assessor:

Salaries & wages 8,210

Office supplies & expenses 1,257
Total Assessor 10,210 10,467 (287}
Treasurer;

Salaries & wages 12,519

Cffice supplies & expenses 1,070
Total Treasurer 13,754 13,569 165
Electian:

Salaries & wages 693

Office supplies & expenses 761
Total Election 4,000 1,454 2,546
Township Hall & Grounds:;

Insurance 7,674

Utilities 2,863
Total Township Hall & Grounds 16,900 10,437 6,463
Planning & Zoning:

Salaries & wages 4,653

Office supplies & expenses 3,378
Total Planning & Zoning 7,833 8,031 (198)
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WATERTOWN TOWNSHIP

General Fund

Schedule of Revenue, Expenditures and Changes in
Fund Balance - Budget and Actual
Year Ended March 31, 2008

EXPENDITURES: (Continued)
Fuhbfic Works:
Fire Protection
Drains at large
Fica
Lights
Cemetery
Metro Act
Roads

Total Public Works
TOTAL EXPENDITURES

EXCESS (DEFICIENCY} OF REVENUE OVER
EXPENDITURES

FUND BALANCE - BEGINNING OF YEAR

FUND BALANCE - END OF YEAR

Ses the accompanyling notes,
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VARIANCE-
FAVORABLE
BUDGET ACTUAL {UNFAVORABLE)
$ 45,122
9,644
3,301
729
11,728
83,376
$232,008 153,898 $ 78,110
321,449 224,038 97,413
(74,691} 58,739 133,430
557,650 557 650 -
$ 482 059 $616,389 $ 133,430




ASSETS
Cash
Taxes - receivable

TOTAL ASSETS

LIABILITIES
Due to general fund
Due fo other Governmental Units

TOTAL LIABILITIES

Ses the accompanying notss.

WATERTOWN TOWNSHIP
Current Tax Collection Fund
Schedule of Changes in Assets and Liabilities
Year Ended March 31, 2008

BALANCE BALANCE
MARCH 31, MARCH 31,
2007 ADDITION REDUCTION 2008
$ 122,620 $ 2,578 $ 125,196

99,815 1,208,995 $ 1,202,611 106,299
§ 222535 $ 1,211,571 $ 1,202,611 $ 231,495
$ 131,511 $ 127,147 $ 129,919 $ 134,283
91,024 1,075,464 1,081,652 97,212
$ 222,535 $ 1,202,611 $ 1,211,571 $ 231,495
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“September 23, 2008

To the Members of the Board
~ Township of Watertown

] p[annlng and performing our audit of the flnanclal statements of the Townshlp of Watertown as of

. and for the year ended March 31, 2008, in accordance with auditing standards- generally accepted in

the United States of :America, we considered the Township of Watertown's internal control over
financial reporting {internal control) as 4 basis for designing our auditing procedures for the purpose
of expressing our opinion on the financial statements, but not for the purpose of expressing an

- opiriion on the effectiveness of the Townshtp s internal control; Accordlngfy, we do not- express an

cplmon on the effectwene‘ss of the Townshlp s internat control

“Our c0n3|deration of mternai ccntml was for the ltmlted purpose descriped In the preceding .

paragraph and would not- necessarrly identify all’ deficiencies ‘in internal contro[ that might be
significant defl(;lancles or material weaknasses, chever as d[scu55ed be!ow we tdentlﬁed cerlam
deflmenctas in internal control that we ccn31der to be materlal weaknesses B

. A contrc! deflcsency ex1$ts when the des:gn or operatlon of a control does not allow management or -

“employess, in the normal course of perforrmng thelr assigned- functions, to- prevent of deteci .
- misstatements.on a timely basis. A signiffcant deficlency Is a control deflclency, or a‘combination of
~ control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process, or
- report financial data reliably in accordance with generally accepted accounting principles such that
' there.is more than a remate Jikelihood that a misstatement of the entity's financial statements that is

- more than mconsequenﬂal will not be prevented or detected hy the entity's [nternal control During '

: the course ‘of our audlt we observed ihe fc!lowing atgniflcam deflclency ' .

) Seqregatlon of Dut[es

Due to the limited number of peOpIe, many critical duties are combmed and given to the avaulable -

. employéesiboard membirs. To the. extent possible, duties should be segregated to serve as a-
“check and bhalance and to maintain the best controf system possible We recommend the Townshlp '

segregate duties whenaver possmle

A materlal weakness s & 3|gn|f|cant deflciency, or. combmatlon of signlf cani det" CJencles that results_'

in more than a remote likelihood that a material misstatement of the financial: statements will not be
prevenled or detected by the entity's 1nterna[ control -We believe that the folIOthg deﬂmencxes
ccnsmute materlal weakneasas : . . .

) Financia] Statements

After donsidering the qUallﬁcatsons of the accountlng personnel of the TOWI‘tShlp of Watertown we'-

‘belleve that the personnel have the abilities to maintain the day-to-day bookkeeping of the Township, .
biit they do not have:the qualifications ‘and' abilities to' generate financial statements, -including the

required footnotes, in accordance with accountlng prmciples generally accepted |n the Unlted States

' Iof America



Maembers of the Board
September 23, 2008
Page 2

This communication is intended solely for the information and use of management, the Township of
Watertown, and others within the organization, and is not intended to be and should not be used by
anyone othar than thess specified parties.

We appreciate the opportunity to be of service to the Township of Watertown and look forward each year
to cantinuing our relationship. The cooperation extended to us by your staff throughout the audit was
greatly appreciated. Should you wish to discuss any item included in this letter further, we would be

happy to do so.
Very truly yours,

MM,’CJ%, Bewdardk tduan, 20,

Anderson, Tuckey, Bernhardt & Doran, P.C.
Certified Public Accountants
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September 23, 20;18

To the Mehﬁbers_ of the Board

“Township of Watertown

We have eudlted the fmancral statements of the governmentai actnntres the busmessﬂtype
activities, the aggregate discretely presented companent units, each major fund, and the aggregate

* remaining fund information of Township of Watertown for the year ended Maich 31, 2008, and
“have issyed our report thereon dated September 23, 2008. Professional standards requwe that we
. 'prowde you witht the following [nformatlon related to our audit. :

- Qur Resnon3|b|]|tv under U.S. Genera[iv Accepted Audrtmq Stgndard :
~ As stated in our engagement ietter dated June 11, 2008, our, responsibility, as described by
professional standards, is to express opinians about whether the financial statements prepared by

management with your oversight are fairly presented, in all material respects, in conformity with -

. US. generally accepted accounting principles. Our audit of the financial statéments does not
. relleve you or management of your responmbr!rtles - :

Planned Scope and. Tlmmq of the Audit. ' ‘
We. performed the audit accerdmg to the planned SCOpe and tlrmng prewously commumcated to .

N you in‘our meetmg abnut p[anntng matters on June 11; 2008

_ Slqn[flcant Audlt Findlngs

Qua litative As,oects of Accountmq Practrces : ' .
Management. is . responsible for the selection and use of appropnate accountlng po[:c:es In
accordanoe ‘with the terms of our engagement letter, we will advise_management about the

. appropriateness of accounting policies: and- thelr application. The significant accounting policies .
. used by the Township of Watertown "are described in Note 1 fo the finandial- statements. As -
described in Note 1 to the financial statéments, the Township of Watertown changed its gccounting

. policies. related to full actrual financial statements by "adopting ‘Statement of Governthental
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Accounting Standards (GASB Statemerit) No. 34, in 2008. Accordmgiy, the cumulative effect of the

accounting change as of the beginning of the year is reported in:Note 1." We noted no transactions

. entered into by the governmental unit during the year for which there is a lack of authorifative
- guidance or consensus. There ‘are no significant transactions fhat have been recognlzed in the

flnant:Ia! siatements in a dlfferent periad than when the transaction occurred

Drﬁ‘rcuitres Engountered in Performmq the Audit - - : : :
We “encotintered no srgmﬂcant dlfflculties in dealmg W|th management in perform]ng and

' 'completlng our dudit.

'Correc ad and U .corrected Mrss atements : ' ' :
Professional standards require us to accumulate all Known and likely m:sstatements identified -

dunng the-audit, other than these that are trivial, and communicate them to the apprapriate lével:of -

management Management has corrected all such misstatements. We proposed adjustments that.

we' consider to be significant - and have communlcated this to management in our Ietter dated' '
September 23, 2008 .
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Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a financial
accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that could be significant to
the financial statements or the auditor's report. We are pleased to report that no such disagreements arose
during the course of our audit.

Management Repraseniations
We have regquesied certain representations from management that are included in the managsment

representation letter dated September 23, 2008.

Management Consultations with Cther Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting
matiers, similar {o obtaining a “second opinion” on certain situations. If a consultation involves application of an
accounting principie to the governmental unit's financial statements or a determination of the type of auditor's
opinion that may be expressed on those statements, cur professional standards require the consulting
accountant to check with us to determine that the consultant has all the relevant facts. To our knowledge, there
were ho such consuitations with other accountants.

Cther Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the governmenta! unit's auditors. However, these
discussions occurred in the normal course of our professional relationship and our responses were not a
condition to our retention.

This information is intended solely for the use of the Members of the Board and management of the Township of
Watertown and is not intended to be and should net be used by anyone other than these specifisd parties.

Very truly yours,

Q.Jum,-‘ﬂ.«-%ﬂ, Rewdandd #dutau, 22,

Anderson, Tuckey, Bemnhardt, & Daran, P.C.
Certified Public Accountants



